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AFTER KOREA... WHAT? 


HE Business Analyst this month is made up of a symposium on retail sales 
af data with particular emphasis on department store sales variations, city by 

city. The reversal of the downtrend that existed during the latter part of 
1948 and the year 1949 will alter the course of action for those concerned with leas- 
ing problems, forecasting percentage lease income and planning retail expansion. 
The duration of this gradual uptrend will have considerable effect on these prob- 
lems. 





Popular opinion has it that the so-called “Korean incident” was just the shot in 
the arm needed to put the retailers back on the 1947-1948 “easy street.” There is 
no doubt that the buying panic that followed the entry of the United Nations into the 
fray did a great deal to help the profit-and-loss statements of most retailers. What 
is not generally realized, however, is that the recovery from the 1949 slump was 
inaugurated early in 1950 and was well on its way by the time the 38th Parallel 
was crossed (the first time). 


The chart on the next page covering national disposable income and department 
store sales provides a good picture of this recovery. It further indicates how 
clearly the downtrend of a year-and-a-half’s duration was reversed. The thorn in 
the side of our economy as represented by the Korean panic boomlet served only to 
temporarily emphasize a movement already under way. It seems fairly certain 
that department store sales have already returned to the gentle upward trend line set 
in pre-Korean months. 


The chart on page 491 is also a good indication of this pre-Korean upswing. In 
December 1949 the sales of manufacturers departed from their low of 309.8 and 
started a steady upward rise; the sales of wholesalers waited only one month to 
climb aboard. Retail sales, after flopping back and forth across an even keeled 
trend line for most of 1949, also embarked on an upward course in January. It is 
quite interesting to note that general retail sales, which include department store 
sales, responded much earlier to increases in disposable income than did department 
store sales individually. 


It is also interesting to note that in spite of the rush to buy what had been inthe 
Second World War scarce merchandise, retail inventories are now higher than they 
have been since December 1948. This is also true of wholesalers’ inventories. 
Manufacturers, however, who have the job of pumping goods into the consumer 














‘oods pipeline, have only maintained inventories more or less on a par with those 
carried during 1949 


Developments henceforward will depend on the battle between increasing income 


on the one hand and credit regulations, higher income taxes, and manufacturing out- 
put restrictions on the other. 


Regulation W has failed thus far to alter the upward trend inaugurated earlier 
this year. The effect of increased income taxes has not as yet been felt or, if so, 
there has not been time for the results to be reflected in national figures. Even 
zreater increases in income taxes to put further armament on a pay-as-you-go basis 
appear to be an accepted fact at this time. The only question that remains is how 
soon after election such action will be taken. Whether or not further credit restric- 
tions via curtailing charge account payments and stiffening present down payment 


provisions will make their appearance in the immediate post-election period is also 
to be msidered 


We have repeatedly stated that our economy could benefit only from restrictions 
that stopped inflation at its source rather than those that attempt to put the cork in 
the steaming spout, all the time hoping that the lid won ’t blow off. Whether or not 
the political element will be able to stand by and watch business activity decrease in 
der that guns, tanks and airplanes can be paid for, cash on the barrelhead, re- 
mains to be seen. If patriotism wins out over political expediency we can expect to 
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see the trend in retail sales and, of course, department store sales, turn downward 
as higher taxes, increases in basic living costs, decreased durable goods production 
and restricted credit once again split asunder the marriage of sales to income. 
If, on the other hand, the wails of some manufacturers, wholesalers, retailers 
and would-be purchasers should grow unbearable and restrictions be relaxed, sales 
will resume their joy ride upward. 


The chart below displays the national average of department store sales. After 
charting this material for many years we have found that month-to-month fluctua- 
tions must be smoothed in order that long-term trends may be more easily dis- 
cerned and evaluated. The chart below and those for the individual cities as shown 
on the following pages are based on a three-month moving average. For this rea- 
son the downturn that followed the gradual quieting down of the post-Korean buying 
panic has not as yet been reflected in these charts. Until the point of return for 
the individual cities is indicated by the three-month moving average, we shall not be 
able to forecast what the individual cities can expect by way of department store 
sales for the coming months. These charts, however, will be again published in 
| early 1951 so that city-by-city developments can be evaluated. 


As we have mentioned in the past, annual figures only are available for the 
| Tenth District cities (Denver, Kansas City, Oklahoma City, Omaha, Topeka and 
Tulsa). For this reason the charts for each of these cities cannot be readily com- 
_ pared with the monthly data charted for the other cities. The last information shown 
on these six cities is the 1949 annual figure which shows the decrease that took 
place in that year. The absence of the Korean upsurge in Boston, Providence and 
Worcester is explained by the fact that third quarter information is not yet avail- 


able on these communities. The same is true on the West Coast, although not 
as noticeable, since most West Coast cities joined the upward trend of general re- 
tail sales that commenced in the early part of 1950. 
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